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KEY ECONOMIC INDICATORS 
(In millions of U.S. dollars unless otherwise noted) 


1991 

Domestic Economy 1988 1989 1990 Projections 
Population (millions) 15.1 15.3 15.5 
Population growth (%) 2.6 2.6 2.6 
GDP (current dollars) 1,297.6 1,482 
GDP per capita (in $1) 83.6 93.2 
Real GDP growth (%) 5.4 1.3 
Budget Deficit 

pre-grant (% GDP) 25.5 29.5 


post-grant (% GDP) 9.0 12.6 
Labor Force (thousands) 7,300 7,500 


Consumer Price Index (%) 42.2 49.2 


Balance of Payments 

Exports (F.O.B.) 104 126 
Imports (C.I.F.) 808 877 
Merchandise trade balance -633 -703 -751 
Current account balance -280 -375 -340 
Overall balance -373 —-421 -417 
Avg. exchange rate 

(Mt/US $1) 528.73 929.09 


Foreign Debt and Investments 

Debt 4,200 4,796 
Debt service owed 494.9 509.0 
Debt service ratio (%) 

(After debt relief) 19.4 20 
Direct investment (new) 10 22 
Direct investment (cum.) 

(since 1985) 70.7 121.6 
U.S. direct invest. (cum.) 

(since 1985) 14 14.07 
U.S. share direct invest (%) 19.9 11.5 


U.S. - Mozambique Trade and Aid 

U.S. Exports (F.A.S) 100.8 
U.S. Imports (C.I.F.) ‘ ‘ . 22.7 
U.S. share Moz. exports (%) 14.0 
U.S. share Moz. imports (%) ° 11.2 
U.S. bilateral economic aid 114 
U.S. bilateral military aid 0 


Principal U.S. exports: Aviation equipment, corn, grains, wheat, used 
clothing 
Principal U.S. imports: Cashews, sugar 


Sources: National Directorate of Statistics, Ministry of Commerce, 
Ministry of Planning (GPIE), World Bank, IMF, U.S. Agency for 
International Development. 





SUMMARY 


Mozambique is a highly indebted, poverty stricken country. 
External concession financing enables the country to meet 
day-to-day requirements. Despite the government’s laudable 
progress in implementing the market-oriented Economic and 
Social Rehabilitation Program (ESRP), economic growth in 1991 
lagged for the second year in a row. The continuing insurgency 
and shortfalls in donor balance-of-payment support contributed 
to the low growth levels. As a result of inadequate data 


collection, however, some private sector growth is likely to 
have gone unrecorded. 


A southern Africa-wide drought in 1991-92 also severely 
affected Mozambique (already a food-aid dependent country), 
putting at risk a third of the country’s 15 million population, 
and doubling the country’s emergency food requirements. 
Negotiators added discussion of cease-fire corridors for the 
transport of relief supplies to affected populations to the 
ongoing peace talks between the Government of Mozambique and 
the armed insurgent movement, RENAMO. 


Lack of security outside of major cities continued to put a 
damper on foreign investment, which only totalled $22 million 
in 1991. But interest in Mozambique’s extensive energy 
resources, namely the Pande gas field, electricity from the 
Cahora Bassa dam, and the Moatize coal field, were in evidence 
in 1991, and gave every indication of blossoming in the event 


of an effective peace settlement. 


Best prospects for U.S. firms lie in tapping into the 
approximately $800 million in development assistance which 
Mozambique receives annually, much of which is tendered under 
international competitive bidding. U.S. consulting and 
engineering firms have already been awarded a significant 
number of projects funded by multilateral donors. U.S. 
aviation supplies, agricultural equipment, and office machinery 
are also sought. 


PART A: CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Growth: During 1991, Mozambique’s economy continued a 
downward slump. Growth of 0.9 percent marked the second year 
in a row that growth targets of the Economic and Social 
Rehabilitation Program (ESRP) went unmet. The World Bank 
attributed the drop in growth to shortfalls in donor 
balance-of-payment support, civil-war inflicted energy cuts, 
and drought conditions. Official statistics show that the 
agricultural sector stagnated, whereas the industrial and 
transport sectors actually declined. Inflation measured 35 
percent. 





The use of outdated data collection systems, geared more to a 
state-managed economy, means that the increasing vitality of 
the private sector tends to go unmeasured. Agricultural 
marketing, for example, through private channels is believed to 
have increased in 1991. While industry as a whole declined, 
export industries racked up impressive gains. 


During 1992 Mozambique will not see a return to the growth 
levels of 4-5 percent of the early years of the ESRP. Longer 
term prospects for growth are more encouraging, but highly 
dependent on improved weather conditions and progress in 
achieving a cease-fire with the armed insurgency, RENAMO. 


Budget: Donor financing fills the more than 50 percent gap 
between government revenues and expenditures. During 1991, the 
government continued to increase revenues, bringing them to 
23.9 percent of Gross Domestic Product (GDP) through improved 
tax collection procedures. The government hopes to further 
increase revenues with a reformed and streamlined customs 
tariff (introduced in October 1991), which incorporated the 
harmonized customs tariff nomenclature, and simplified the rate 
structure to 6 ad valorum rates (with a maximum rate of 35 
percent). The overall deficit after grants was 6 percent of 
GDP. The government aims to reduce that deficit to 4 percent 
by 1993, through increasing revenues and mobilizing counterpart 
funds (local currency counterparts to monetized food and 
commodity assistance). 


Balance of Payments: Exports grew a strong 31.3 percent in 
1991, to $160 million. A bumper cashew crop brought in about 
$45 million, but nontraditional exports (light machinery, 
textiles, and shoes) also continued to climb from 1990 levels. 
Government exchange rate devaluations and other policies 
stimulated exports, particularly those of nontraditional 
goods. In 1992, similar treatment will extend to traditional 
exports and should further boost exports of sugar, tea, copra, 
and cashews. Despite the strong export growth, Mozambique’s 
external account remains in serious imbalance. In 1991, the 
current account deficit widened from 54.7 percent of GDP (in 


1990) to 61.2 percent of GDP (21.8 percent of GDP after 
grants). 


Foreign Investment: Insecurity in most of Mozambique continues 
to dampen prospects for foreign investment, which in 1991 
totalled $22 million (only a slight increase from 1990). U.S. 
foreign investment in Mozambique in 1991 was $70,000, the first 
new investment since 1989. The United Kingdom and South Africa 
top the investors’ list, with projects in agriculture, tourism 
and mining. The Republic of South Africa is expected to take 
the lead in the next few years, with large investments in 
tourism. 





Foreign Debt: Mozambique is one of the world’s most heavily 
indebted countries, with outstanding debt of $4.9 billion in 
1991 and a debt service ratio (before rescheduling) amounting 
to 146.5 percent of exports of goods and services. Mozambique 
owes about 42 percent of its debt to the Organization of 
Economic Cooperation and Development (OECD) countries, and 30 
percent to Eastern European countries. Mozambique’s debt 
rescheduling with the Paris club covered 1990-92, after which 
additional debt cancellation, or rescheduling on concessional 
terms, will be necessary. In 1991, Mozambique retired at a 
discount about 64 percent of its commercial debt through a debt 
buyback scheme sponsored by the International Development 
Association (IDA) Debt Reduction Facility and assistance from 
other countries. The United States cancelled $52 million of 
P.L.-480 debt in 1991. 


Economic and Social Rehabilitation Program (ESRP): Despite 


failure to meet growth targets in 1990 and 1991, the government 
in other respects made laudable progress in meeting benchmarks 
under the World Bank/International Monetary Fund-guided ESRP. 
Under the ESRP, the groundwork is being laid for transformation 
of Mozambique’s centrally planned economy into a market-driven 
economy. Banking sector reform resulted in the separation of 
Mozambique’s central bank and commercial bank functions in 
January 1992. New legislation opened the door for private 
foreign banks and insurance companies to operate in 

Mozambique. The elimination of the central bank’s monopoly on 
foreign exchange dealing comes at the same time as devaluation 
of the local currency (the metical) has brought it close to 
market rates. In the agricultural sector, further elimination 
of price controls and marketing requirements for agricultural 
products will lay the groundwork for a strong agricultural 
recovery if drought conditions improve. Elimination of state 
subsidies to public sector enterprises and an ongoing 
privatization program are transforming the face of Mozambique’s 
industrial sector. 


Agriculture/Maritime Resources: The southern Africa-wide 


drought in 1991-92 caused the near-complete failure of crops in 
Mozambique’s southern half. Favorable weather conditions in 
the north resulted in good localized harvests, although 
transportation and marketing bottlenecks continue to prevent 
the transport of surplus to food-deficit areas. Increased 
acreage by private sector and government joint ventures 
resulted in cotton production reaching the highest level of 
marketed output (39,000 metric tons) since 1975. A strong 
recovery in Mozambique’s cashew crop (60 percent of which is 
exported to the United States) overwhelmed national processing 
capability, and a tenth of the 1991 total of 60,000 metric 





tons was sent to India for processing. Other agricultural 
export crops (citrus fruits, tea, copra, and sugar), while 
somewhat affected by drought conditions, were generally at such 
low levels of production that significant export declines are 
not expected. 


Shrimp and other seafood continued to be a large source of 
Mozambique’s foreign revenue, earning about $40 million in 
1991. 


Industry: Industry suffers from tight credit conditions and 
increasing costs of imported inputs as a result of the 
government’s foreign exchange devaluations. With consumer 
demand stagnant, Mozambique’s badly deteriorated industries 
must look to exports to earn operating and rehabilitation 
costs. 


Since 1987 some 120 small and medium-scale enterprises have 
been restructured and privatized (of a total of 254 state-owned 
or managed enterprises). Starting in 1992, the government has 
taken steps towards the privatization of larger state-managed 
enterprises. The government laid the groundwork for the 
privatization program in 1991, with a series of laws clarifying 
ownership issues (many of the state-managed companies were 
never formally nationalized) and providing a legislative 
framework for the privatization process. 


Energy: Mozambique’s giant Cahora Bassa Dam, with an installed 
capacity of over 2,000 MW, is operating at 1 percent capacity 
due to sabotaged power lines connecting the hydroelectric 
complex with the primary user, South Africa. In 1992 
Mozambique and Zimbabwe completed an accord for the provision 
of 500 MW of energy from the Cahora Bassa Dam. Construction of 
the $200 million power lines from Cahora Bassa to substations 
in Harare is expected to be completed in 1995. 


In an agreement signed in February 1992, Empresa Nacional de 
Hidrocarbonetos de Mocambique (ENH), the state oil company, and 
Sasol, the major South African manufacturer of petroleum 
products and petrochemicals, will develop a gas production and 
transportation project based on the gas reserves of the Pande 
natural gas field. Foreign joint venture partners for the 
project are being sought. The proven and probable technical 
reserves for the main Pande field and the nearby prospects are 
approximately 30 Billion Cubic Metres. 


Mining: Mozambique has extensive untapped deposits of many 
minerals, including graphite, bentonite, titanium, bauxite, 
pematites, tin, gold, nickle, marble, precious, and 
semiprecious stones. Due to insecurity in the countryside, 
extraction operates at very low levels. 





The Brazilian firm Rio Doce and the South African firm 
Trans-Natal finished a prefeasibility study of the Moatize coal 
fields in late 1991. The study concluded that Moatize coal was 
competitive with other coal sources. Exporting the estimated 9 
million metric tons of saleable coal/year will, according to 
current plans, involve the complete rehabilitation of a 545 
kilometer rail line. The government is looking for financing 
for a $40 million feasibility study of the field. 


Transport and Communications: The partial cease fire along the 
Beira corridor has held since 1991, but traffic along the road, 
rail, and port network declined due to reduced agricultural 
exports from drought-stricken Zimbabwe. The French-funded 
rehabilitation of the Nacala line (which links Malawi with the 
Mozambique port of Nacala) passed the half-way mark; Some 
Zimbabwean export traffic returned to the EC-rehabilitated 
Limpopo line. Discussions continued between international 
donors and the Mozambique port and rail authorities on 
privatization of Maputo port and rail facilities, as well as 
reduction in personnel. In 1992, Mozambique’s transport 
corridors, usually used for exports from the hinterland, will 
be put to heavy use transporting food relief to landlocked 
neighbors. 


The first stage of Mozambique’s telecommunications master plan 
is nearing completion. This phase identified service to major 
cities and port/transport communications as a priority. With 
these systems in place, funding over the next few years will 
concentrate on expanding rural networks and maritime 
communications. Mozambique’s telecommunications sector is 
being upgraded with financial support and technical assistance 
from Italy, France, Portugal, Sweden, and Germany. 


PART B: IMPLICATIONS FOR THE UNITED STATES 


Major Assistance Projects: Businesses are advised to monitor 
the close to $800 million in development assistance offered 
annually by multilateral and bilateral donors for projects open 
to international competitive bidding. Projects in 1992 include 
a World Bank funded urban rehabilitation project, the 
continuing World Bank roads and coastal shipping project, the 
African Development Bank and Arab Development Bank 
rehabilitation of Mozambique’s sugar and tea estates, African 
Development Bank projects for road construction and airport 
rehabilitation, and assistance to agricultural cooperatives. 
Among other activities, the U.S. Agency for International 
Development (USAID) will be funding a $21 million commodity 
import program for all USAID-eligible commodities and 
agricultural goods in 1992/3. 





Major Investment Projects: The government is currently seeking 
sponsors for a $40 million feasibility study for the excavation 


and transportation of coal from the Moatize coal field. The 
government is also seeking investors for exploitation of the 
Pande gas field, and construction of a 800 mile pipeline from 
the Pande field to the Republic of South Africa. 


Manufactured Exports: Exporters should be aware that 
Mozambican importers face great difficulties in arranging 
financing for purchases. Financing for U.S. exports from the 
Export-Import Bank of the United States to Mozambique was not 
available in 1992. 


The aviation sector accounted for 80 percent of the $100 
million in U.S. exports to Mozambique in 1991, primarily the 
purchase of a new Boeing 767, but also at least $20 million in 
aviation accessories and navigational aids. Mozambique’s air 
fleet is overwhelmingly of U.S. origin. Ground transport is 
for the most part insecure, and routine travel, as well as some 
delivery of relief supplies to Mozambique’s population is 
accomplished by air. Even with a cease-fire agreement in 
place, mined and destroyed roads and bridges will render most 
ground transport difficult. 


In 1993, expected investment in at least two large tourism 
complexes should bring a surge in demand for equipment in the 
hotel/tourism sector, including food processing, cold storage 
and restaurant supplies. U.S. exporters will be competing with 
traditional suppliers in the Republic of South Africa and 
Europe. 


Investment Opportunities: Mozambique welcomes foreign 
investment, but a weak banking sector and cumbersome business 


regulations pose obstacles to foreign and national investors 
alike. In light of the very weak domestic market, investors 
should look at export-oriented investments such as minerals 
extraction, agro-industrial or maritime products, and tourism 
development. Export processing zones still await final 
approval, but should provide favorable conditions to 
export-only industries and access to a large pool of 
inexpensive (but generally untrained) labor. 


The annual Maputo International Trade Fair is one of the best 
ways to introduce products or services to the Mozambican 
market. For more information, contact the Commercial Officer 
of the American Embassy in Maputo: telex: 6-142 AMEM MO; fax: 
258-1-49-01-14. Additional information on Mozambique may be 
obtained from the Mozambique Desk Officer, Room 3317, U.S. 
Department of Commerce, Washington, D.C. 20230; phone 
202-482-4228. 





